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Through a series of year
end meetings and
briefing tessions seen
In soma photos
throughout this report
Halliburton Company
corporats office and
operating unit personnel
reviewad operating
plans for 1988 and
astablished the
Company s strategles for
ths coming years

Halliburton Company

Profile

Halliburton Company 1s one of the worlds larger and more
diversified o1l field services and engineering/construction
organizations Approximately three fourths of revenues are derived
froin services to including construction for the energy industries
About one third of revenues come from international sales and services

The ol field services group provides many of the services and
products essential to the exploration development and production
segments of the petroleum industry These include cementing,
formation testing, production stimulation, sand and water cantrol and
industrial cleaning services (Halliburton Services), equipment and
services to control the testing and production of oil and gas reservoirs
(Otis Engineering) computerized wireline well logging and jet
perforating services (Welex) leasing of gas compressors and
production and gas processing equipment (Halliburton Resource
Management), and tubing conveyed well completion svstems for both
perforating and production testing of o1l and gas wells as well as sand
control and filtration services (Vann Systems)

Industrial engineering/construction services include the design
and construction of electric utihty plants, chemical and petrochemical
plants 1efineries pulp and paper mills, metals processing plants
highwavs and bnidges, and electric cogeneration projects (Brown &
Root), contract maintenance services for both industrv and
government (Brown & Root), and engineering and environmental
consulting services for industrv, utilities and government (NUS)

Mirine engineering/construction activities are principally
directed toward the engineering project management fabrication and
installation of subsea pipelines, offshore platforms production
facilities subsea production equipment, and other manne related
facilities on a worldwide scale (Brown & Root)

The insurance services group provides property and casualty
coverqge (Highlands Insurance Company), life, health and accident
insurance (Life Insurance Company of the Southwest) and
healthcare cost containment and claims administration services
(Health Economics Corporation)
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Comparative Highlights
Increqse
1987 1986 {Decrease)
{Dollars 1in thousands except per share data)
Net income (loss) per share $ 45 8 (485) S 530
Cash dividends paid per share 100 120 (20)
Net revenues 3367 980 3509 439 (141 459)
Operating tncome (loss) 22 702 (594 692) 617394
Net income (loss) 48 090 (615214) 563 304
Cash divmidends paid 105873 127 434 (21561)
Shareholders equity 2 081,049 2150172 (68623)
Acquisitions of property plant
and equipment 76 469 97477 (21008)
Depreciation and net book value of
fixed assets retired 243,599 300418 (56819)
Shareholders of record 23 616 25904 (2288)
Cornmon shares outstanding at
year end 105,301 000 105910000 (609 000)

*Includes special write downs of $502 915 000 1n 1986 (see Note 5
to financial statements on page 27)

Quarterly Common Stock Price Ranges

(New York Stock Exchange) Fyrst Second Third Fourth
High Low Hgh Low High Low High Low

1987 $36V  $24v 839  §31 $43% 836% $41 $20%

1986 28 21 234 194 283% 17T% 254 204
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Mer several difficult
‘sars  Halllburton Is
‘gain looking ahead and
ositioning itself not
nly 1o strengthen its
*aditional areas of
Jadarship, but also to
‘stablish 3 significant
‘resence in selected
aw markets

President’s Letter

To Our Shareholders

fter several discouraging and difficult years your Companv
retutned to profitability in 1987 We believe the woist 1s
behind us Halliburton once again 1s looking nhead We are
positioning ourselves not only to strengthen our traditional
areas of leadership but also to umprove our position in other markets
we now serve and to establish a sigmificant presence in selected
new marhets
Net consohdated 1evenues for 1987 were $3 4 billion, a decline of
4% from 1986 Consolidated operating mcome was $22 7 mulion
compared with 4 1986 operating loss of $91 8 milhion, before special
write downs of $502 9 million Net income for 1987 was $48 1 million
or 45 cents 1 share versus a loss of $515 2 million or $4 85 a share n
1986 Excluding special charges, the net loss for 1986 was 326 5
mullion or 25 cents a share
Contributing to the improved 1esults were a gradual recovery in
drilhing rates moderatelv improved o1l field services pricing and
better construction markets Also, the improvement in opelating
margins means that the many efficiencies put into place over the past
several vears have begun to pay off The major restructuring program
at Brown & Root and the drastic reductions in the o1l field services
workforce have prope1ly sized our operations for current conditions
Now we are embaiking on a series of programs for the longer
term Our commitment to research and development continues at a
high level and we are moving to improve even further its
effectiveness We are taking action to increase the efficiencv of our
manufacturing operations, and new emphasis 1s being placed on
marketing especially in international operations As the Company
proceeds further into this recovery phase, we believe these programs
will make substantial contributions We continue to recognize that
our main business 1s providing high quality technologically superior
services and products to the enei1gy industnes worldwide
Our confidence 1n the future stems from several factors First
the bubble 1n natural gas, as it has come to be known 1s expected
to end soon Prices for natural gas, along with the opportunity to sell
1t will then begin to improve, leading ultimately to mote exploration
and production activity Workover activity on older wells — an
important market for Halliburton — also should increase
Allowing for the shorter term vagaries of oversupply and the
production policies of the Organization of Petroleum Exporting
Countries { OPEC) the long term outlook for the price of crude oil

PR con 77




looks promusing We believe that by the earlv 1990s, increasing
demand coupled with decreasing production will restore the
confidence of domestic producers in a stable pricing structure for
their production and assure us of increased drilling activity

Finallv we are already experiencing an upturn in demand in the
engieering construction business as more and more sectors of
domestic industry begin to strain productie
capacity Both the number and the size of
new projects are increasing which should
improve the demand for our engineering/
construction services Growth in the
economy an improving trade position and a
leaner more efficient L S industiinl base all
are contributing to what should be 1 more
profitable operating environment for our
engineeling construction group

In 1987 Brown & Root Services

Corporation entered the 1apidly developing
area of operations 1ind mamtenance sern ices
for the public sector 1n the United States as
well as overseas And our efforts to assemble
an international engineering/construction
team are proceeding on schedule as Brown
& Root Inc and Brown & Root (L K)
Limited expand thell operations in miny
Eastern Hemusphere markets These aie not
onlv geogi aphical expansions but ones that
include new businesses as well
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We intend to continue to wnprove our position n wneline well
logging and related services Also we 1re establishing ourselves as a
major seismic contractor and coordimnating these technologies with
our other capabilities to provide a total teseroir 1nalvsis scrvice We
recently announced two ol field services acquisitions which will
further this strategy On February 29 1988 we acquned 00% of
Geophysteal Service Ine (GSI), one of the worlds leading geophysical
contractols gving us i impottant stake 1n the seismic industiy In
February 1988 we announced a proposed merger with Gerhart
Industries Inc a worldwide well ¢ valuation and geophs sicil services
compdns

If the Iatter acquisition 1s completed Gearharts wireline

Thomas H Cruikshank
prasident and chief
executive officer of
Halliburton Company
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Executive Committee members {irom (eft
include Purvis J Thrash president Otis
Enginesring Jack W Miller senior vice
prasiden! — finance Halliburton Company
Dals P Jones (standing) executive vice
president — oii fleld services Halliburion
Company Thomas H Crulkshank president
and chist executive officer Hailiburton
Company Lester L Coleman senlor vice
prasidant — corporate development
Haltiburton Company James A Dunlop
{standing) president Welex Division

T Louis Austin Jr president and chist
sxscutive officer Browa & Root Inc and
Alan A Baker president Halliburton
Services Division

logging business will be combined with our Welex Division and its
seismic services business Geosource will be merged with GSI We wil]
then be a more significant force in the wireline logging market and
a leader 1n the seismic field These transactions will also reinforce
our continuing emphasis on our o1l field services operations
I would like to acknowledge several changes that occurred on
our board of directors during the year
In September we noted with great sorrow the
death of Alex E Barion, a Halliburton director
since 1974 Also there were two retirements
The Rt Hon Lord Polwarth a Halliburton
director for 13 years and B G (Bull) Tavlior,
executive vice president — ol field services
and a director who 1etired after mote than
35 years of service Each of these directors
made valuable contributions to the Companv
Elected to the board were The Rt Hon Lord
Chtheroe deputy chief executive The RTZ
Corporation, and F James McDonald forme: president and chief
operating officer General Motors Corporation

Also we would like to 1ecognize the outstanding performance
of our emplovees during recent tumes They have seen us thiough
the hard times with persistent effort and thev desene our sincere
appreciation for the determination, loyalty and competitive spirit
they have demonstiated

The turnaround n our operations the efficiencies that have
been achieved and the emerging strategies for the future tell us that
the next decade will be an exciting one for the Company and its
shareholders We 1ippreciate the support that vou have shown duting
the difficult years of the recent downturn and mvite vou to 1emain
with us throughout the better tunes that he ahead

Respectfully submitted,

G Y Gihs o B
Thomas H Cruihshank
President and Chief Executive Otticer
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Operational Review

Oil Field Services and Products

perations of Halliburton Companv s o1l field services group
improved significantlv in the second half of 1987, enabling
the group to record a small operating profit fo1 the yeai
Operating income was $3 9 milhon compared with a loss
of $46 8 million before write downs 1n 1986 The stringent cost
reduction programs and other efficiencies undertaken in previous

years helped to achueve this profitability despite T ——
Oil Field Services and Products (Dollars in mlhons)
reduced 1evenues ] 1087 o8 1083
Revenues declined 14% from the pievious year, Revenues 815402 817977 $2.0251 $31763 $28576
from $1 8 bilhon to 81 5 billion A major po1 tion of the Op;ratm
come (Loss) 4786 4020
decrease was due to the Companvs IMCO Services Depreciation 755 5810
Division being merged mto a 40% owned Capital
nonconsohdated jomt venture M I Drilling Fluids x dimt““s 1340 1260
Company at the end of 1986 The 6% diop 1n Assets 15328 17898 25334 26400 28090
Employees 18 600 31600 30000

worldwide diiling activity was an external market
factor which also influenced the groups 1evenues

Includes special write-downs of $308 6 mulhion in J986

Most of the decrease in worldwide mai ket activity came at the
expense of nternational drilling which was down 7% from 1986
Domestic drihing which was off 3% for the vear, revived 1n the second
half of 1987 and the number of actine domestic rigs at vear-end was
almost 16%0 highet than at the end of 1986 Rising crude o1l prices helped
to stimulate drilling activity, pai ticularhv in the last half of the year
This improvement in domestic activity helped to firm prices for the
Company s services and products However prices stil remaim at

extremely low levels
The t1qumatic reductions in emplovment that characterized 1986

— when the groups workforce was teduced 38% — were absent in
1987 Although a few additional 1eductions wele necessary 1n the first
half of the vear, employvee levels stabilized by midyear and ended 1987
at 18,600 some 400 above those of 1986 The focus has been on
rehiring former employees with proven shills

The giroups wage and salary fieeze imnitiated in 1985, together
with the furlough program implemented in mid 1986, which required
employees to take one week off without pav in each eight week
period weie discontinued in 1987 as opelating activity mproved

Recogmizing that continued impiovement in the oyl field services
industry will place an even greater premium on the effective use
of people technology equipment ind facilities the group has begun
several strategic programs to meet future needs

One of these 1s a program designed to develop the skills and talents

A Halliburton Services
cementing truck
prepares to cemant a
peothermal wati in
The Geysers area of
Northern California
Producing from ancient
voicanoes these unique
formations yield dry
steam that is used by
locat utilities to
generate slaciricity
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of management personnel by exposing them to a wide varietv of
managerial responsibilities Inaddition to1its plan for senior executives
the group has ongoing training programs to develop promising younger
personnel for senior management positions in the future, and to upgrade

the profictency of field and professional emplovees
New approaches to marketing also are being developed Particular

development budgets overseas

emphasis 1s being given to the marketing of the
Companys services and products in international

to the Company as levels of domestic activity
1 have declined in recent vears Many of the
Companys customers are now spending a
larger portion of their exploration and

These spending patterns led Halliburton units to mncrease their
participation In several international maikets, particularly Latin
America, West Africa and the Far East Welex introduced its
Precision Logging Svstem for the first time 1 an overseas offshoie

(i .8

]
Halliburion Services introduced a fully automated
tracturing systam in 1987 that improves job sificisncy and
gives customers better conirol of farmation fracturing The
10b control vehicle for this system is the frac van (right)
where personnel clossly monitor all phases of the job
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project 1in the Java Sea Vann Svstems entered new markets in
Argentina Brazil Malavsia and Gabon In 1987 Halliburton products
and services wele offered in 92 countries outside the United States

The Companv s leading position in ol field pumping services is
due in Inrge part to a huighly focused research and development effort
In 1987 the o1l field services group spent $59 9 million on R&D

Halliburton Services introduced a new
fully automated o1l well fiacturing svstem
This system, which features the latest 1n
pumping and blending technology affords
customers better control of formation
fracturing and improves job efficiency
Another innovation 1n fractuning technology
1s Liquid Gel Concentrate (LGC) This 1s a fluid in concentrate form
which can be mined on site thus cutting the costs of transporting and
disposing of large volumes of fluids used to carry formation proppants
In stimulation Jobs Customers pay only for what 1s mixed and used
downhole on the job, making LGC much more economical to use than
previous pre mined solutions

Halliburtons research effort in recent vears also has been
focused on improving the collection and interpretation of data for
cementing stimulation, formarion testing and production evaluation
In 1987 Halliburton Services introduced a new quartz memory gauge
which has broad apphcations for formation evaluation This
proprietarv system speeds the collection and interpretation of
downhole data, and 1s attractive for offshore drilling operations where
high diilling costs place a prtemuum on quick and accurate decisions

Welev added another tool, the Dual Laterolog to its
technologically advanced Pirecision Logging System (PLS) This |
system provides measurements of oil and gas saturation, porositv and
hithology in the open well bote The Dual Laterolog will expand PLS
capabilities to allow the detection of o1l and gas in specialized
applications in salt mud boreholes

Working together, Otis and Halliburtons subsea service unit have
developed an economical sy stem for performing wireline servicing

sy wddhoa
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A research sclentist at Welex studies a projectad image
of a logging profiis genersated by the Precision Logging
System (PLS) This technologically advanced system
furmishes the customer with many types of data on

formaticns through which the well is being drilled 5/9005540 /a 3




operations Lsing dynamically positioned vessels which are equipped A
to remain in position over the wellsite Otis 1s able to conduct remedial
wireline operations on undersea wells under most sea and weather
conditions These vessels are much less expensive to operate than
drihing vessels which must be moored over the wellsite for days at a time
An 1mportant effort 1s being made to umprove manufacturing
efficiency The groups goal 1s to maintain a low
cost structure while providing customers the
highest quahty products Several steps were
taken in 1987 to further this objective A
manufacturing plant in Amarillo Texas was
closed and product lines were transferred to
the manufacturing center at Duncan, Oklahoma et
Also, fabrication of service equipment for most oil field units was
consolidated at a single plant in Duncan
The outlook for 1988 1s clouded by many uncertainties The

Organization of Petroleurn Exporting Countries (OPEC) production
and pricing policies will continue to have a majo1 bearing on
exploration and development budgets of the Companys customers
Overcapacitv still exists in certain types of services and price
discounting is still a serious problem In addition, spending plans of
| our customers will be influenced by the strength of the domestic

economy and energy policy decisions

Despite these uncertainties, the oil field services group

approaches the future wath cautious optimusm The turnaround 1n the

domestic industry 1n 1987 1s expected to continue into 1988, with

customers indicating thev will spend at least 10 15% more on

domestic exploration and production Natural gas prices are firming

slowly, leading the group to expect an end to the bubble and a
I resumption of increased drilling activity Increased emphasis on
international marketing also 1s expected to lead to improved results
overseas

]
Otis Engineering employees service a steam injection
well {n one of the natlon s fargest oif fields the Belridga
field in Keen County Californis These injection
techniques which drive the oil toward producing wells
are known as enhanced ol! racovery The lield was one of
the most active areas for the Halliburton oil fleld services
oroup in 1887
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Engineering/Construction Services

or several years Halliburtons engineering/construction

services group has been restructuring its organization to fit

changing markets Participation in some markets has been r_~)

scaled down or ehminated while services have been mitiated =
or expanded in other marhets Cost reduction and quality C 3
improvement programs have been successfully implemented and are
continuing These efforts
began to pay off in 1987

Engineering/construction

revenues were $1 8 hillion,

Engineering/Construction Services (Dollars in millions)

1987 1986 1985 1984 1983
Revenues $18188 $17117 $18536 $220694 $26546

Operating
Depreciat 308 450 717 893 919
Ca;[:lu: 10n mcome was $18 8 million
- 1 A
Expenditures 274 164 404 1285 1168 | compared with a loss before
Idenufiabl -
Assets 7804 66573 9207 12810 14053 | special write downs of $45 0
Employees 28800 27600 34700 34600 42200 million in 1986
Includes special wnite downs of $194.3 nuthon and $257 8 multion Increased workloads for '

in 1986 and 1985 respectively

some engineering/construction
business unts of Brown & Root, such as the heavy civil and the
petroleum and chermucal units, helped to stabilize the workforce — ,
even Increasing it shightlv over 1986 levels At the end of 1987, T
engineering construction services had 28 800 employees, compared
with 27 600 n 1986

The petioleum and chenucal unit generated about one third of
englneering construction services revenues in 1987 Major projects
included a chemical plant for Ciba Geigy mn Alibamd and an electiic
cogeneration facthty for ARCO Petroleum In
Calformia A significant portion of the units 3
revenues was derived from contract
maintenance services These services which
are growing 1in impot tance, range from
occaslonal assistance to total plant

|
Brown & Root worked on four cogenerstion projects
during the year The largest of these shown under
tonstruction was 8 320 megawatt facility for ARCO
Petroleum at its Carson California retinery Waste ensrgy
from the refinery will be recycted through the
cogsneration plant 10 generate electricity which will then
be sold to a local utility company {Lett) Efectriciang
check out nawly installed insiruments at the ARCO plant
Over 1100 Brown & Root paopie were on the job during
peak consiruction periods
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maintenance A major customer was Du Pont Brown & Root
provided maintenance, ongoing in house capital construction and ’
construction services for eight Du Pont plants in Texas, Mississippt
Alabama and Virginia during the year

The domestic pulp and paper industrv was another strong
marhet for Brown & Roots services in 1987 The United States
continues to dominate this industrv because
of vast forest and pulpwood 1eserves While
very few paper companies are building new
plants, many are adding to the capacity and
efficiency of existing facilities This created
new opportunities for Brown & Roots
manufacturing and process industries unit,
which had two large mill projects underway at the end of the veal

In 1987, for the first tune operations and mamtenance services
were offered and supplied to various divisions of the public sector
A start up company, Brown & Root Services Corporation exceeded
expectations bv winning contracts from the City of Houston NASAs
Johnson Space Center, and the US Army and US Navy In its first
year of operation

The acquisition of Enterprise Building Corporation early in the
year provides Brown & Root with a vehicle for entry into the
commercial constiuction business as well as the Florida market

Through a newly established company
known as Brown & Root Services
Corporation Hailiburton began
providing operation and maintenance
services to the U 8 Navy and other

From conception to completion A highway project public sector customers in 1987 At
designed by Brown & Root s central enginaering unit Naval Alr Station Miramar near San
svolves from its initial computer drafting stage (above) to Diego Brown & Rooi engineers
near completion as a beltway interchange for a Houston discuss plans for a project at the
tollroad (left) famous Top Gun school
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NUS Corporation, an engineering, consulting and environmental
services subsidiary continues to grow In the business of hazardous
waste management services In late 1987 NUS received an additional
$216 mulion contract from the US Environmental Piotection Agency
to manage the cleanup of Superfund hazardous waste sites in
Pennsylvania, Marsland, Delaware, Virgiua and West Virginia during
the next ten years

Because of its expertise in the design of offshore drilling and
production platforms, the domestic matine engineering urnut received
a subcontract from McDonnell Douglas to design offshore launch
facithties for the US Air Force Advance Launch System Using
offshore platforms as launch sites, the Air Force hopes to develop a
system that will greatly reduce the costs of sending cargo into space

Overseas Brown & Root (UK ) Limited 1s developing a strong,
London based engineering/construction team capable of identifying
and developing major international industrial and marine projects
To strengthen the civil engineering capability of thus team, Brown &
Root (UK ) n 1987 purchased Howard Humphreys Group,

a UK consulting fum with an international 1eputation for its work
In water supplies urban services and roads transportation
and earth sciences

]
Tha ctaanup of the
natlon’s environment
has meant new growth
to NUS Corporation s
waste managemant
sorvices group Much of
this work involvas
testing for toxicity of
Industrisl wastes Using
3 procsss known ag
stomic absorption an
employee 21 NUS
Pittsburgh faboratories
determines the
concentration of toxic
matats in sn industrial
wastewater sample
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In one of the years major developments, a UK consortium in
which Brown & Root (U K) owns nearlyv 30%, won a seven year
contract to operate and maintain the Roval Navys Devonport Royal
Dockyard at Plymouth, England

Offshore in the North Sea Brown & Root (UK ) at vear end

completed a Joint venture for 1ts marine construction operations with
Saipem (L K ) Limited The new company European Marine
Contractors (EMC) 1s owned equally bv Brown & Root (UK)
and Saipem (U K ) Projects scheduled for 1588 include two North
Sea pipelay projects, the Rob Rov [vanhoe export pipelines
and the Tein Eider pipelines

Further improvement 1s expected for the engineering/

construction services group in 1988 Domestically, the number of
available projects 1s increasing due to improvements occurring n
some previously depressed segments of the domestic economy Also,
any uptuin in activity in the Gulf of Mexico would benefit domestic
marine operations In international markets Brown & Root 1s
continuing to pursue project development activities in countries such
as Turkev Pakistan and Venezuela And the opportunities afforded
by recent acquisitions and joint ventures should be of significant help
In Increasing both revenues and operating mcome

|
Through Brown & Root
{U K ) Limited
Hallfburton Is
developing a strang
snginesring/construction
presence for
International industrial
and marine projects
in1987aUK
consortivm in which
Brown & Raoot (UK )
participates succeeded
in winninp a prestigious
cantract to operate the
Devonport Royal
Dockyard at Plymouth
England




Insurance Services

et premiums from Hallibultons msurance services
increased 11% 1n 1987 from $381 4 muthon to $423 6 million
however the groups net income declined 8% to $37 0
mulion due primarily to higher underwriting losses
Investment income was greater than in 1986

Highlands Insurance Companv expetienced higher underwrting

losses reflecting a combination of rising claims costs and

Insurance Sew;gg: (Dollars inmulons)  ss 1085 | Softening rates Highlands expects tha present industry
Net Earned conditions will generally make adequate price incireases
Premuums _$ 4296 $ 3814 $ 247 $2102 $1883 | eyt to obtain Therefore during 1988 the company

Underwnting
Profit will concentrate 1ts underwiiting efforts on those
[nf:ﬁfszm (556) (103) (101) (254) (135) accounts and markets wheie quahty of service supplants
Income Net 884 85.2 688 642 586 | price as the primarv reason for the selection of an
::::;‘c;r::rk 370 404 362 416 430 | oo nce carrer
Equity 3165 2953 2804 2713 2582 Life Insurance Company of the Southwests single
;b":'hg’:;" "‘:’l%; ! :6122 “l”:.g ?%%g ?%%g premium hfe msurance and annuity policies have
recelved good market acceptance which has resulted in
a significant increase in new premium income and assets This trend
1s expected to continue 1in 1988 Early in 1987 LICSW transferred its
medical claims payment business to Health Econonucs Corporation
This action helped to better define the markets of both companies
Health Economics Corporations cost containment services
which help emplovers moderate the rising costs of health care
continue to grow HEC also provides administrative analytical and
clauns payment services for insurance programs and healthcare
plans In 1987 the companys utilization review services covered over
a half million employees and their dependents up from
approximately 200 000 a year earher HEC also processed over a
mullion medical claims for its customers in 1987
S

Americans paid over $500 billion
for heaithcare in 1987 or nearly
11% of the nation s gross
national product Hesith
Ecanomics Corporation provides
ssrvicas to help employers
moderats these cosis Here
smploysss handis calls for HEC 8
utilizstion review services in
which raquests for medical care
are pre screensd for customers
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Financial Review

statements on page 27).

Selected Financial Data 1987 1986 1985 1984 1983
(In mulhons except per share data)

Income (loss) per share before extraordinary items $ 45 3 (485) § 27 § 287 $ 266
Net income (loss) per share 45 (485) (312) 287 233
Cash dividends paid per share 100 120 180 180 165
Net revenues 33680 35094 47787 54457 55222
Income (loss) before extraordinary 1tems 481 (5152)* 28 7* 3296 3148
Net income (loss) 481 (56152) (3393) 3296 2758
Total assets 32706 33280 46620 53523 58338
Long term debt less current matunties 1980 2411 4477 4802 7302

*Includes special write downs of $488 733 000 and $195 008 000 in 1986 and 1985 respectively (see Note 5 to financial

Operations and Financial Condition
RESULTS OF OPERATIONS

1987 Compared to 1986

Net consohdated revenues for 1987 were $34 billion a
decline of 4% from 1986 The mcreased volume of the 1n
dustrial engineering/construction services segment was
offset by lower volumes of the ol field services and prod
ucts and the marine engineering/construction services seg
ments Reduced worldwide drilhing activity in 1987 contrib
uted to the lower revenues from the o1l field services and
marimne segments

Consolidated operating income for the year was $22 7
million compared with a 1986 operating loss of $918 mul
lion before special write downs of $502 9 mullion

Net income for 1987 was $481 million or 45 cents a
share The net loss for 1986 was $5152 mullion or $485 a

Ravenues (mlions)
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Management's Discussion and Analysis of Results of

share Excluding special charges made in the second
quarter of 1986 the net loss for 1986 was $26 5 million or
25 cents a share

Revenues from the ol field services and products seg
ment declined 14% in 1987 to $15 bilhon Much of the
revenue decline occurred as a result of the transfer of
IMCO Services operations into a nonconsohdated 40%
owned jomnt venture, M I Drilling Fluids Company 1in late
1986 Ot field services operating income for the year was
$3 9 rmllion compared to a 1986 loss of $46 8 millon ex
cluding 1986 special wnite downs of $308 6 million All of
the profit improvement occurred in domestic operations
International operations while profitable were lower

The o1l field segment’s operating results reflected sigmfi
cant quarter to quarter improvements throughout the year
Revenues 1n the fourth quarter were 8% higher than for the

Operaling Incoms (mutians)
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third quarter and operating income increased 47% to
$24 4 mithon

Aided by increased domestic drilling activity in the latter
part of the year net revenues for domestic operations in
the fourth quarter were 9% higher than for the 1987 third
quarter while operating income increased 56% Ths 1m
provement in operating margins reflects some firming of
prices In the domestic market and increased capacity uti
hzation 1n the latter part of the year

Industnal engineenng/construction revenues increased
12% to $15 bullion. Operating income was $133 mullion
compared to an operating loss of $102 mullion 1n 1986
Improved job efficiency, increased workloads and the ab
sence of restructunng costs such as were recorded in 1986
all contributed to the turnaround in operating income

Revenues from marine engineering/construction ac
tivities declined 13% to $3199 milhon Operating income
for the year was $55 mullion compared to a 1986 loss of
$34 8 million excluding 1986 special write downs of $194 3
million The improvement was primarily attributable to
higher operating levels 1n the North Sea area, favorable
settlements of insurance and other claims plus gamns on
the sales of manne equipment in 1987

Interest expense for the year was $155 million lower
than for the pnor year while interest income dechned $3 4
million. The net improvement of $12 1 million was due in
part to the retirement of high cost debt in the second half
of 1986

Net income from insurance services declined 8% to
$370 million 1987 net income was aided by lower tax ac
cruals resulting from the 1986 Tax Reform Act while 1986
net income was aided by gains on the sales of secunties
Investment income in 1987 was higher than the previous
year while underwnting results were lower Premiums from
insurance activities increased 11% to $423 6 milhon.

1986 Compared to 1985

Special charges severely mmpacted financial results for
both 1986 and 1985 (see Notes 5 and 6 to financial state
ments on page 27). In the second quarter of 1986 wrnte
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downs of $488 7 mullion (net of taxes) were made to recog
nize the loss in economic value of operating assets and
related investments In 1985 there were special charges of
$563 0 mullion (net of taxes) made to reflect wnte downs
of $1950 rmilion 1n manne assets and $3680 mihon for
settlement of the South Texas Nuclear Project (STNP)
litigation.

The net loss for 1986 was $5152 million $4 85 a share
Excluding the special charges the net loss was $26 5 mil
llon or 25 cents a share Income for 1985 without the
special charges, was $223 7 million or $2 06 a share

Net revenues for 1986 were $3 5 billion a decline of 27%
from the previous year The lower revenues were due to
reduced demand and intense price competition in most of
the Companys markets

The operating loss for 1986 was $594 7 mullion versus
income of $89 1 million for 1985 Excluding special wnite
downs from both years the 1986 operating loss would have
been $91 8 milhon compared with operating income of
$346 9 mullion 1n 1985

Net interest expense was $106 milion compared with
net interest income of $8 9 mullion in 1985 This $19 5 mil
lion vanance reflects lower investable cash balances as a
result of the cash payment in settlement of the STNP htiga
tion at year end 1985 as well as lower effective mterest
rates during 1986 Other nonoperating income declined
$79 mullion because 1985 ncluded gamns from sales of
securnties and real estate

Revenues from ol field services and products dechned
39% in 1986 to $18 billion. The operating loss was $355 4
milbon with special wnte downs responsible for most of
the loss Excluding these wnte downs the operating loss
was $46 8 milhon as compared to operating tncome of
$335 3 muhion 1n the prior year

Industnal engineering/construction revenues increased
2% to $13 billion. There was an operating loss of $102
mullion compared with income of $26 7 rullion 1n 1985 Thus
groups results were hampered by restructuring costs by
the smaller number of large projects available and by the
meager margins on profitable jobs

]
Cash Oividends Paid {minions)
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Revenues from marine engineering/construction were
down 32% to $368 9 mullion The operating loss for 1986
ine luding special write downs was $229 1 million
I xcluding special write downs 1n both years the operating
Jims for the year was $34 8 million compared with a loss of
¢!5 1 million 1n 1985 Most of the 1986 loss was sustained 1n
North Sea operations

Financial results for insurance services waproved signifi
cantly 1n 1986 aided by gains on the sales of securities Net
income from these activities was up 12% on a 29% increase
{1} premiums

[:I'FECTS OF INFLATION

With the lessening of the annual inflation rate in the last
several years the Company behieves that the impact of 1n
flation on revenues costs and expenses has been modest

LIQUIDITY AND CAPITAL RESOURCES

Cash and marketable securities totaled $547 3 mullion at
the end of 1987 as compared to $513 4 mulion and $622 7
million at year end 1986 and 1985 respectively Excluding
early redemptions of long term debt and purchases of
treasury shares the year end balances would have been
higher by $60 0 rulhon 1n 1987 and $273 4 rullion 1n 1986
Working capital totaled $989 5 million as of December 31
1087 as compared to $937 7 mulhon and $13 billion at the
«nd of 1986 and 1985 respectively The current ratio was
22,23 and 21 at the end of 1987 1986 and 1985
respectively

Long term debt was $1996 mullion (including current
matunities of $1 7 mullion) at year end, representing 9% of
the Company’ total capitalization versus 10% at the end of
1986 and 14% at the end of 1985 Early redemptions of
long term debt totaled $420 mullion in 1987 and $2025
million 1n 1986 Short term debt was $29 9 million at the
end of 1987 as compared to $31 1 rillion and $139 2 rlhon
at the end of 1986 and 1985 respectively

Durning the last several years the Company has had ar
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rangements for short term lhines of credit As of February
29 1988 these credit hnes totaled $4050 mullion and no
borrowings were outstanding under these credit facilities

Shareholders equity decreased to $2 1 billion at the end
of 1987 from $2 2 billion at the end of 1986 and $2 9 bilion
at the end of 1985 The decrease in 1987 resulted from cash
dividend payments to shareholders exceeding net income
by $57 8 mullion and the repurchase of common stock on
the open market for $18 0 milhion Contributing to the de
cline 1n the previous two years were the special wnte
downs of $488 7 milhon 1n 1986 and $195 0 mullion 1n 1985
the settlement of the South Texas Nuclear Project litiga
tion 1n 1985 for $368 0 mulhon and the repurchase of com
mon stock on the open market for $709 mlhon 1n 1986
Cash dividends paid were $100 a share in 1987 compared
with $120 a share in 1986 and $180 a share in 1985 To
conserve cash the annual dinidend rate was reduced 1n the
1986 second quarter from $1 80 to $1 00 a share Book value
per share was $19 77 $2030 and $26 30 at year end 1987
1986 and 1985 respectively

Expenditures for property, plant and equupment totaled
$76 5 mullion in 1987 $97 5 mullion 1n 1986 and $239 1 mul
lon 1n 1985 Depreciation plus net book value of retired
assets were $243 6 millon as compared to $300 4 mullion in
1986 and $384 0 mulhion in 1985 Funds required to com
plete capital assets in progress at year end 1987 plus the
rutial 1988 approved capital budget totaled $187 8 milhon.

The Company recently announced 1ts intent to acquire
two companies Detals of the proposed transactions are
more fully descnbed in Note 21 to financial statements on
page 32 When the transactions are consummated the
Company will be required to pay approximately $281 5 rmul
lion 1n cash. No borrowings are contemplated to fund these
payments

The Company continues to depend principally on inter
nally generated funds as its major source of hqudity
However, should business activities increase sigruficantly
during 1988 the need for additional working capital could
require the Company to re enter the short term commer
cial paper market from time to time Cash flow from opera
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rullion 1n 1986 and $617 5 milion in 1985

CONTEMPLATED CHANGES IN FINANCIAL REPORT
ING, SEGMENT DATA AND ACCOUNTING METHODS

The Financial Accounting Standards Board (FASB) has
recently 1ssued two significant new standards which will
affect the Company’ reporting.

One standard Consohdation of All Majority Owned
Subsidianies  will affect the Companys consolidated bal
ance sheet and income statement as well as segment and
geographic data Another standard Accounting for In
come Taxes will also affect the Company’s consohdated
balance sheet and income statement See Note 20 to finan
cial statements on page 32 for a discussion of the effect
and tuming of implementation of the new standards

tions n 1987 was $295 4 mulion as compared to $3009 The Tax Reform Act of 1986 created new rules relating to

inventories and other assets The new rules generally re
ferred to as Unuform Cost Capitalization (UCC), institute
new full absorption rules for tax purposes Durnng the first
quarter of 1988 the Company intends to conform financial
reporting with tax requirements for certain inventones af
fected by the new UCC rules The cumulative effect of this
change will be to increase mcome

The Company reports segment information along business
lines The sigruficance of one of the segments marine engineer
Ing/construction services continues to decrease in terms of its
net revenues operating income and identifiable assets Also an
Increasing portion of marine activites 1s being conducted
through nonconsolidated joint ventures Because of these
trends the Company plans to combine the marnne engineer
ing/construction services segment with the industnal eng
neering/construction services segment in 1988

Responsibility for Financial Reporting

Halliburton Company has prepared the accompanying
consolidated financial statements in conformity with gen
erally accepted accounting principles consistently applied
dunng the periods The Company is responsible for the
presentation and fairness of financial information con
tained therein In prepanng the financial statements 1t 1s
necessary to make mnformed estimates and judgments
based on available information

The Company maintains a system of internal accounting
controls which includes organizational arrangements that
provide an approprate division of responsibility The sys
tem 1s designed to provide reasonable assurance that
transactions of the Company are executed 1n accordance
with managements general or specific authorizations that
the books and records fairly reflect in reasonable detail the
transactions of the Company and that the Company's as
sets are safeguarded. The system is reviewed regularly to
ensure 1ts effectiveness and 1s supported by wntten pol
icies and procedures an internal audit monitoring pro
gram, and the careful selection and trairung of personnel.

The consolidated financial statements have been exam

ined by Arthur Andersen & Co independent public ac
countants The purpose of their examination is to render
an objective independent opinton on the Company’ finan
cial statements

The Audit Committee of the board of directors is com
posed solely of directors who are not officers or employees
of the Company This Committee reviews, among other
matters the financial statements of the Company the re
sults of audit examunations, the Companys financial pol
wcies and internal and external audit plans Meetings are
held with the Company’ independent public accountants
representatives of management and the internal auditors to
review the activities of each. Both the independent public
accountants and the internal auditors have full and free
access to meet with the Audit Committee without man
agement representatives present, to discuss matters relat
g to the adequacy of internal accounting controls and the
results of their audit examinations The Comumttee also
reviews nonaudit services of the Company’s independent
public accountants to ensure that such services do not
impair their independence
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Financial Statements

Consolidated Income 1987 1986 1985
(In thousands except per share data)
Net Revenues
Services $2,799,426 $2750155  $3465192
Sales 573,796 776 822 1316198
Equty tn losses of joint venture operations (5,242) (17,538) (2,695)
Total net revenues 3,367 980 - 3,509,439 4,778,695
Operating Costs and Expenses
Services 2676378 2 736 989 3161931
Sales 495,399 677 500 1,063 346
Special write downs (Note 5) — 502,915 257830
General and administrative 174,501 186 727 206,515
Total operating costs and expenses 3,345,278 4104,131 4,689,622
Operating income (loss) 22,702 (594 692) 89073
Interest expense (61,676) (77103) (105 876)
Interest income 63,1567 66 551 114731
Other nonoperating income net 1,444 8877 16 805
Benefit (provision) for income taxes (Notes 5 and 11) (16,914) 37442 (113834)
Net income of unconsolidated insurance subsidianes (Note 13) 37,018 40398 36 152
Minonty interest in net (income) loss of consohidated subsidiares 2,259 3313 (8315)
Income (Loss) Before Extraordinary Item 48,090 (515,214) 28 736
Extraordinary item net of income taxes (Note 6) — —_ (368012)
Net Income (Loss) $ 48,090 $(515214) $(339276)
Income (Loss) Per Share Before Extraordinary Item $ 45 $ (48) $ 27
Net Income (Loss) Per Share 45 (485) (312)
Average Common Shares Qutstanding 105,801 106 121 108 647
Consolidated Retained Eamings 1087 1986 1985
(In thousands)
Balance, beginning of year $2,122067 $2764705  $3,299542
Add Net income (loss) 48,090 (615214) (339276)
2,170,147 2,249 491 2 960,266
Deduct. Cash dividends paid ($1 00 $120 and $1 80 a share,
respectively) 105 873 127 434 195561
Balance, end of year $2,064,274 $2122057  $2,764,705

See statement qf accounting policies and notes to financual statements
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Consolidated Balance Sheet December 31

1987 1986

(In thousands)

Assets
Current Assets
Cash $ 513809 $ 444967
Marketable secunties 33,454 68 427
Notes and accounts receivable (Note 1) 825031 735 950
Unbulled work on uncompleted contracts (Note 1) 109,213 61475
Refundable Federal income taxes (Note 11) 76 350 104 565
Inventories (Notes 4 and 5) 228,416 265118
Total current assets 1785273 1,680,502
Equity 1in and Advances to Joint Ventures (Note 15) 153,223 185,892
Equity 1n and Advances to Related Companies (Notes 2 and 13)
Insurance subsidiaries 317492 295,280
Other compares 55,609 61 181
Total equity in and advances to related comparues 373,101 356 461
Property, Plant and Equipment at cost (Notes 3 and 5) 3080,101 3307 635
Less accumulated depreciation 2,214,777 2,281 873
Net property plant and equipment 865,324 1,025 762
Other Assets 93,679 79,411

$3270600  $3328 028

Liabilities and Shareholders’ Equity
Current Liabilities

Accounts payable $ 264226 $ 192139
Advance billings on uncompleted contracts 150,293 108 385
Short term notes payable and current maturities of long term debt (Note 7) 31535 35,208
Contnbutions payable to employees benefit funds (Note 19) 5,682 1925
Federal, state and foreign mcome taxes (Note 11) 10039 75 554
Other current habihities 334 036 329,515
Total current habihties 795810 742816
Deferred Income Taxes (Notes 11 and 13) 183,387 182 654
Long term Debt, less current maturities (Note 7) 197,981 241,075
Minority Interest in Consolidated Subsidianes 11,873 11311

Comnutments and Contingencies (Note 18)

Shareholders Equity
Preferred stock no par value — authonized 5000 000 shares none 1ssued
Series A jurnuor participating preferred stock, no par value — authonzed 2 000,000
shares none 1ssued (Note 10)
Coramon stock par value $2 50 per share -— authorized 200 000 000 shares, 1ssued

119,189 598 and 119,051,700 shares respectively (Note 9) 297,974 297,629
Paid 1n capital in excess of par value 134,550 127 329
Retained earnings - 2,064,274 2,122,057

2,496,798 2,547,015
Less treasury stock — 13 888 904 and 13,141 420 shares respectively at cost 415,249 396,843
Total shareholders' equity 2081649  2150,172

$3,270,600 $3,328,028
See statement of accounting policies and notes to financial statements
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Consolidated Changes in Financial Position 1987 1986 1985

(In thousands)

Funds Provided by Operations

Income (loss) before extraordinary items $ 48090 $(515214) & 28736
Depreciation 213548 280 734 342 768
Special write downs (Note 5) — 488 733 195 008
Deferred income taxes (Notes 11 and 13) 733 24,501 19527
Equity in earnings of Joint ventures and related companies
less distributions (2428) (1992) (26 653)
Other non cash 1items 35,487 24 140 58 141
Total funds provided by operations 295,430 300 902 617,527
Funds Used for Operations
Acquisitions of property plant and equipment 76 469 97477 239 062
Net property plant and equipment of businesses acquired 6,602 — 43 590
Advances from jomnt ventures and 1elated companies (16 302) (30976) (29 264)
Changes Iin
Receivables and unbilled work 136 819 (275581) (214 857)
Inventories (36 702) (100 856) (23003)
Accounts payable and accrued habilities (85,972) 343 787 126 836
Other net 9777 26574 49929
Total funds used for operations 90 781 60425 192,293
Funds Used for (Provided by) Extraordinary Items
Extraordinary loss — — 368012
Changes in accounts payable and accrued habilities — 10126 5,228
Refundable Federa! income taxes (Note 11) — (198 900) 234 004
Other net — — 812
Total funds used for (provided by) extraordinary items — (188 774) 608 056
Funds Used for Cash Dividends to Shareholders 105,873 127 434 195561
Funds Provided by (Used for) Financing Transactions
Changes 1n long term debt including current maturnties
Additions 935 99 243
Reductions (46 518) (232 308) (133 785)
Additions (reductions) in short term notes payable net (1274) (108,044) 88 345
Purchase of common stock net (18,050) (70,902) (317)
Total funds provided by (used for) financing transactions (64,907) (411 155) (45514)
Increase (Decrease) in Cash and Marketable Secunties $ 33,869 $(109,338) $(423897)

See statement qf accounting policies and notes to financual statements
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Changes in Capital Stock and Paid-in Capital

Balance December 31 1984
Shares 1ssued under restricted stock plan (Note 9)
Purchase of common stock

Balance, December 31, 1985
Shares 1ssued under restricted stock plan (Note 9)
Purchase of common stock

Balance, December 31 1986
Shares 1ssued under restricted stock plan (Note 9)
Purchase of common stock (Note 9)

Balance December 31 1987

Paid in
Capttal In

Common Stock Excess of Treasury Stock

Shares Amount Par Value  Shares Amount
(Dollars 1n thousands)

118688589 $296721 $112604 10192866 $324676
180112 451 8843 —_ —_—
— — —_ 26 332 794
118868 701 297,172 121,447 10219198 325470

182999 457 5882 — —
—_ —_— — 2,922 222 71,373
119051,700 297629 127329 13141420 396 843

137 898 345 7221 — —
— — -— 747,484 18,406
119180598 $297974 $134550 13888904 $415249

See statement of accounting policies and notes to financial statements

Statement of Accounting Policies

Principles of Consolidation The consohidated financial
statements include the accounts of the Company and all
subsidiaries except mnsurance subsidianes All significant
intercompany accounts and transactions are elimninated
Insurance subsidiaries and 20 50% owned companies are
reported on the equity basis

Marketable Securities Marketable securities consisting
primanly of US government obligations corporate short
term notes and tax exempt securities are valued at cost
plus accrued interest which approximates market value

Inventory Valuation Inventones are stated at cost which s
not in excess of market Cost represents invoice or produc

tion cost for new items and onginal cost less allowance for
condition for used material returned to stock Production
cost includes matenal labor and manufactuning overhead

Substantially all sales items (including related work in pro

cess and raw matenals) except those owned by the
Cornpany’ foreign subsidiaries are valued on a last in first

out (LIFO) basis Inventories of sales items owned by for

eign subsidianes and inventories of operating supphes and
parts are generally valued at average cost

Deferred Income Taxes and Tax Credits Deferred income
taxes are provided on timing differences between financial
and tax reporting Tax credits are included as reductions of
current income tax expense

Depreciation and Maintenance Fixed assets are depreci

ated over the estimated service lives of the respective
classes of assets The straight line method 1s generally
used for financial reporting purposes Actual or estimated
expenditures for maintenance and repairs are charged cur

rently to costs and expenses expenditures for renewals
and betterments are generally capitalized Accumulated
depreciation for property retired or othermse disposed of
15 removed from the accumulated depreciation account
with any gan or loss included in income

Construction Contracts As construction contracts may
extend over a period of years the Company reports mncome
from such contracts on a percentage of completion method
of accounting All known or anticipated losses on con
struction contracts are provided for currently Claims for
additional compensation are recogruzed during the period
such claims are resolved

Income (Loss) Per Share Income (loss) per share amounts
are based upon the weighted average number of common
shares outstanding during each year

\
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Notes to Financial Statements

1 Engineering/Construction Contracts Notes and ac
counts receiwvable at December 31 1987 include
$47 821000 ($22 611000 at December 31 1986) not cur
rently collectible from customers in accordance with ap
plicable retainage provisions of engineenng/construction
contracts Of the December 31 1987 amount about
$41 822 000 1s expected to be collected during 1988 and the
remainder 1s due in subsequent years

Unbilled work on uncompleted contracts generally rep
resents work currently billable and such work 1s usually
billed during normal billing processes in the next month.

2 Related Companies Undistnbuted earnungs of uncon
solidated subsidiaries and 20 50% owned comparues In
cluded in consolidated retained earnings at December 31
1987 1986 and 1985 were as follows

1087 1986 1985

(In thousands)
$256,285 $238543 $222 054
39880 32623 45150

Unconsolidated subsidiaries
20 50°% owned companres

Undistributed earnings of $40 628 000 were restncted as
to payment of dinidends from unconsolidated subsidianes
at December 31 1987

Purchases from unconsohdated companies 50% or more
owned were approximately $54,065 000 $59 060000 and
$41 269 000 during the years 1987 1986 and 1985
respectively Included in such purchases are payments of
premiums for employees group insurance, a portion of
which was deducted from employees wage payments

3 Property, Plant and Equpment Major classes of fixed
assets at December 31, 1987 and 1986 were as follows

1987 1986
(In thousands)
Land $ 52363 § 63627
Bulldings 364,365 372498
Machinery and equipment 2359079 2589185
Other 304,204 292 325
Total $3080 101 $3 307635

Contractual obligations for construction and purchase of
faciities and equipment at December 31 1987 amounted to
approximately $84 000 000

4 Inventones Consohdated inventories at December 31
1987 and 1986 consisted of the following

1087 1986

(In thousands)
Sales items $ 86167 $ 94667
Supplies and parts 87087 106839
Work tn process 27621 30,346
Raw matenals 27641 33,266
Total $228416 $265118

Substantially all sales items (including related work in
process and raw materials) except those owned by the
Company’ foreign subsidianes are valued using the last in
first out (LIFO) method If the average cost method had
been in use for inventories on the LIFO basis total
inventories would have been about $46 232 000 and
$49 147 000 hugher than reported at December 31 1987 and
1986 respectively

b Special Write downs Amounts reported for 1986 include
write downs of $502 915 000 made 1n the second quarter to
recognize the substantial erosion in the economuc value of
operating assets and related investments whuch occurred
1n both the ol field services and products and the marnne
engineering/construction services segments Because of
the sudden and steep drop in the price of ol in early 1986
markets for the Companys services and products shrank
sigmficantly This sharp and enormous dechne in demand
resulted 1n large amounts of equipment and inventory
becoming surplus to then current and anticipated needs
The wnte downs for 1986 may be summanized as follows

Property
Plant and
Inventories Equipment Other Total
Oil field services and (In thousands)
products $ 09142 8185774 $23716 $308632
Marine engineering/
construction services 8424 131,257 54602 194,283
Total $107566  $317031 $78318 $502915

Tax benefits relating to these write downs increased the
1986 benefit for income taxes $14 182000 This amount
was after a reduction of $35628 000 for the reversal of
benefits relating to foreign tax credits recognized for the
South Texas Nuclear Project htigation settlement in 1985
as the realization of such benefits appears doubtful

Amounts reported for 1985 include a marine charge of
$257 830 000 This charge was made to recognze a
significant reduction 1n the economic value of offshore
equipment and other marine investments Tax benefits
relating to this charge reduced the 1985 provision for
Income taxes $62 822 000

6 Extraordinary Item In December 1985, the Company
and its wholly owned subsidiary Brown & Root Inc,
reached final settlements relating to htigation with four
owners of the South Texas Nuclear Project (STNP). The
amount paid by Brown & Root was $578,180,000 In 1985
the Company provided for this payment and other related
expenses of the STNP litigation through a special charge
aganst income of $607,429,000 ($368 012 000 net of re
lated tax benefits of $239 417,000) The htigation related to
a contract under which Brown & Root was designing eng)
neering and constructing a two urut nuclear fueled genera
tion plant in Matagorda County Texas
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7 Long Term Debt Long term debt at December 31 1987
and 1986 consisted of the following

1987 1986
(In thousands)

10.2% debentures due June 1 2005 with annual
sinking fund Installments of $3 800 000 in1996

and $13,300 000 thereafter $1236500 $133000
9.25% debentures due Apri! 1 2000 with annual

sinking fund mstaliments of $9 775 000 in

1985 and $10 000 000 thereafter 59775 88775
7.95% debentures due December 1 1995 with

annual sinking furd nstallments of $2 442 000

in 1992 and $2 500 000 thereafter 8,942 13392
Other notes with varying interest rates 6428 10061

199 645 245228

Less current matunties 1 664 4153

Total $197 981 $241 075

The maturities of long term debt outstanding at
December 31 1987 for the five years commencing January
1, 1988 are as follows 1988 $1664 000 1989 $244 000
1990 $250000 1991 $4 169000 and 1992 $2,494 000

8 Lines of Credit. The Company has arrangements with
several US banks to provide short term lines of credit
totaling $405 000 000 No borrowings were outstanding at
December 31 1987 under any of these credit facilities

8 Common Stock Under the terms of the Company’ ca

reer executive incentive stock plan 5000 000 shares of the
Companys common stock were reserved for sale to officers
and key employees at a purchase price not to exceed par
value of $2 50 per share Shares sold under this plan are
restricted as to sale or disposition by the employee with
such restrictions lapsing periodically over an extended
penad of time At December 31 1987 previously unissued
shares of 4,638 792 (net of 710164 shares forfeited) have
been issued under the plan. The fair market value of the
stock, on date of issuance, 1n excess of sales price 1s being
amortized and charged to income (with similar credits to
paid 1n capital 1in excess of par value) generally over the
average period dunng which the restrictions lapse At De

cember 31, 1987 the unamortized excess amounted to
$33,292 000 Net U.S income tax benefits not affecting in

come which relate to outstanding restricted shares, have
been credited to paid 1n capital In excess of par value
Common stock reserved at December 31 1987 for future
issuance under the Company’s career executive incentive
stock plan totaled 361,208 shares The present plan will
expire on December 31 1988 however, management IS
proposing to the shareholders that the plan be extended
for ten years and that 2,500 000 additional shares be made
avalable This proposal will be voted on at the annual

shareholders meeting to be held May 17 1988

At December 31 1987 the Company was authonzed to
purchase up to 6,361,081 common shares pursuant to a
stock repurchase program announced November 21 1985

10 Series A Junior Participating Preferred Stock On May
20 1986 the Company declared a dividend of one preferred
stock purchase rnght (a Right ) on each outstanding share
of common stock par value $2 50 per share (the Common
Shares’ ) Under certain circumstances each Right will en
title the holder thereof to buy one one hundredth of a
share of a newly created Series A Junior Participating Pre
ferred Stock without par value (the Preferred Shares ), of
the Company at an exercise price of $7000 subject to
adjustment The Rights will not be exercisable or transfera
ble apart from the Common Shares, until the earlier to
occur of (1) 10 days following a public announcement that a
person or group has acquired 20% or more of the Common
Shares or (1) 10 days following the announcement by a
person or group of an intention to make an offer for 30% or
more of the Common Shares The Rights will not have any
voting rights or be entitled to dividends

If after the Rights become exercisable the Company1s a
party to a merger or other business combination transac
tion each Right will entitle its holder to purchase at the
exercise price of the Right that number of shares of com
mon stock of the acquiring company which at the time of
such transaction would have a market value of two times
the exercise price of the Right Alternatively, if a 20% or
more holder were to acqure the Company by means of a
reverse merger 1n which the Company and its stock sur
vive or were to engage In certain self dealing” transac
tions, each Right not owned by the 20% or more holder
would become exercisable for the number of Common
Shares which, at that time, would have a market value of
two times the exercise price of the Right

The Rights are redeemable at $ 05 per Right at any time
prior to the time that a person or group acquires beneficial
ownership of 20% or more of the Common Shares The
Rights wll also be redeemable at such redemption price at
the option of the Companys board of directors if the
ownership percentages of such person or group should
drop below 10% 1n a transaction or series of transactions
?oltgxggolvmg the Company The Rights will expire on June
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11 Income Taxes The prowvision (benefit) for income taxes
for 1987 1986 and 1985 are summanzed as follows
Current \ncome taxes

Federal taxes

Foreign taxes
State taxes

Total

Deferred income taxes
Federal taxes
Foreign and state taxes

Total
Total provision (benefit) for income taxes

The provision (benefit) for deferred taxes which result
from timung differences between financial and tax report
ing are summarized as follows

Undistnbuted earnungs of foreign subsidiares

Provision (benefit) for accrual of interest relating to prior years Federal income taxes

Uncompleted engineering/construction contracts
Special write downs

Excess of tax over book depreciation

Other items net

Total deferred tax provision (benefit)

The domestic and foreign components of income (loss)
before income taxes income of unconsolidated mnsurance
subsidianes munonty interest and extraordinary item were
as follows

Domestic
Foreign

Total

Reconcihiations between actual provision (benefit) for
mcome taxes and income taxes computed by applying the
US statutory rate to income (loss) before income taxes
mcome of unconsohidated insurance subsidiaries, minority
interest and extraordinary item were as follows

Provision (benefit) computed at statutory rate
Increases (reductions) in taxes resulting from
Tax credits
Special write downs
State income taxes net of Federal tax benefit
Nondeductible expenses
Nontaxable interest income
Tax differentials on foreign earnmngs
Other items net

Total

Undistributed earnings of consolidated foreign subsidi
arnes were approximately $715 000,000 at December 31
1987 Deferred income taxes using the US statutory rate
(net of available foreign tax credits) have been provided on
substantially all such earrungs not considered to be perma
nently invested

- >
P - " »
» S !; < 4:.

1887 1986 1985
(In thousands)
$(11133) $ (87830) $ 17595
28 527 39894 104072
5944 (7 790) 6138
23,338 (55 728) $127805
(4,239) 23730 (12603)
(2 185) (5446) (1,368)
(6424) 18284 (13971)

$ 16914 § (37442) $113834

1087 1986 1985
(In thousands)
$ (2055) $ 6288 $ (1274)
13,221 (5946) (9.282)
(12382) (11518) (30543)
30088 (3940) (50542)
(28 680) 16372 41322
(6 716) 18026 36,348

$ (6424) § 18284 $(13971)

1987 1986 1985
(In thousands)
$(20490) $(479716) $ 47467
46217 (116651) 67266
$ 26727 $(596,367) $114 733
1987 1986 1985
% of % of % of
Pretax Pretax Pretax
Amount Income Amount Income Amount Income
(Dollars in thousands)
$10.292 400% $(274329) (460)% $ 52777 46 0%
667 22 (8421) (14) (16805) (138)
(7276) (28.3) 217159 36 4 65 780 486
2,585 100 (4179) (D 2678 23
1312 51 — — — —_
—_ —_— (14) — (7745) (87)
7483 201 32415 54 28018 244
1960 _ 78 (73) — (1867) (16)
$16914 667% § (37442) (63)% $113834 99.2%

==

Refundable income taxes of $75,350 000 and
$104,565,000 reflected in the balance sheet at December
31 1987 and 1986, respectively are attributable to tax
losses incurred in 1987 and 1986 and to the final settle
ment of the South Texas Nuclear Project litigation in 1985
(See Note 6 on page 27 )
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12 Quarterly Financial Information (Unaudited) Sum
marized quarterly financial information for 1987 and 1986

Liabilities and Equity
Reserves for losses and loss adjustment expenses
Unearned premiums
Funds held under reinsurance contracts
Other

and $14 000 1n 1986 on umvestments 1n equity securities
Total habulities and equity

Net income as reported in consohdation

The 1nsurance subsidiaries consist of Highlands
Insurance Company and its subsidiary companies and
Highlands Overseas Limuted Highlands Lloyds Highlands
Limited Underwnters Special Risks Inc and its subsidiary

30

—

First Second Third Fourth

15 as follows
(In thousands except per share data)
1987
Net revenues $ 700135 $ 776 606 $896 767 $994 472
Operating tncome (loss) (31474) 4772) 27222 31726
Net income (loss) (8194) 1454 20 786 3044
Net tncome (loss) per share (08) 02 19 32
Cash dividends paid per share 25 25 25 25
1986
Net revenues $1004917 $ 854904 $84] 362 $808,256
Operating income (loss) 20656 (671 724> (27,585) (16 039)
Net income (loss) 11,233 (524 638) (7188) 5377
Net income (loss) per share 11 (494) (€'p] 05
Cash dividends pald per share 45 25 25 25
*Includes special wnte downs of $502 915 000 in 1986 (see Note 5 on page 27).
13 Insurance Subsidianes
COMBINED FINANCIAL POSITION 1987 1986
(In thousands)
Assets
Investments 1n fixed matunty securities at cost (market value $928 316 000 and $808 725 000 respectively) $ 933458 $ 780107
Investments in equity secunities at market value (cost $3 818 000 and $4 362 000 respectively) 2868 4376
Cash and short term investments 83,826 96 098
Mortgage loans on real estate 85 817 79 565
Policy loans 27371 53 904
Other 176 053 1562 952
Total assets $1319,303  $1167002

$ 836485 § 671908

66 962 56410
18016 29844
91,378 114548

Halliburton Company equity adjusted for net unrealized gains (losses) of $(950 000) in 1987

316,542 295,294
$1319393  $1167002

COMBINED OPERATING RESLLTS 1087 1986 1985
- - (In thousands})
Net earned premiums and agenc) Income $423647 3381431 $204 684
Underwniting expenses 479,262 421776 334 772
Underwniting loss (55 615) (40 345) (40 088)
Investment income net of investient expenses and including reaized gains 88,397 85 182 68814
Income before income taxes 32782 44 837 28726
Benefit (provision) for income taxes 4284 (4 795) 7358
Net income 37066 40042 36 084
Parent company benefit (provision) for deferred income taxes on undistributed foreign subsidiary earnings (20) 384 96
Parent company amortization of goodwill (28) (28) (28)

$ 37018  § 40,398 $ 36152

companies, and Southern Califorria Bonding Service, Inc
Life Insurance Company of the Southwest, and Health
Econorrucs Corporation and its subsidiary company
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14 Segment and Geographic Information
SEGMENT OPERATIONS

Oul field services and products
Industnial engineenng/construction services
\arine engineering/construction services

Consolidated total

O1l field services and products

Industnal engineerning construction services
Marine engineering/construction services
General corporate

Consolidated total

Ol field services and products
Industna! engineering/construction services
Manne engineenng/construction services

Consolidated total

GEOGRAPHIC OPERATIONS

United States
Europe
Other foreign areas

Consolidated total

United States
Europe

Other foreign areas
General corporate

Consolidated total

See Company Profile on inside front cover for a descrip
tion of business segments

O1l field services and products operating loss in 1986
includes special wnte downs of $308,632,000 Marine engi
neering/construction operating losses mn 1986 and 1985
Include special write downs of $194 283,000 and
$257 830 000, respectively (See Note 5 on page 27 )

The Company’s equity 1n income or losses of joint ven
ture operations 1s included n net revenues and operating
income of each applicable segment

General corporate expenses of $13 715000 for 1987
$16,273 000 for 1986 and $14 976 000 for 1985 were allo

. tes -~

- e —_ —,——

Net Revenues Operating Income (Loss)

1887 1986 1985 1987 1986 1985
(In thousands)
81049188 $1797725 $2925074 $ 3,866 $(355394) $ 335335
1498924 1342840 1,311357 13 300 (10181) 26712
319868 368 874 542,264 5536 (229117) (272974)
$3367080 $3509439 $4778695 § 22702 $(504692) $ 89073

———— - — B ————— ]

Identifiable Assets

1987 1986 1985
(In thousands)
$1532822 $1789845 $2533444
438 444 343 853 379849
350,989 313647 549 805
948 335 880883 1198865
$3270600 $3328028 $4661963
Capital Expenditures Depreciation
1987 1986 1985 1987 1986 1985
(In thousands)
$ 49041 $ Bl1112 $ 198672 8182793 $ 235719 $ 271078
24 077 12 523 20328 16 609 19421 21112
3,351 3842 20062 14 146 25594 50578
$§ 76460 § 07477 $ 239062 $213548 $ 280734 $ 342768
Net Revenues Operating Income (Loss)
1087 1986 1985 1987 1986 1985
(In thousands)
$2421222 $2464438 $3378829 $(17,886) $(475756) $ 30386
350 039 378,239 472092 67 (86193) (59646)
596 719 666 762 927 774 40521 (32743) 118333
$3367980 $3509430 $4778695 $ 22702 $(5946092) $ 89073

Identifiable Assets

1087 1986 1985
(In thousands)
31667566 $1810457 $2307502

325211 237068 322322
329 489 589 620 833274
948,335 880883 1198865
$3270600 $3328028 $4661963

cated to business segments General corporate assets (In
cluding $526 498 000 located outside the Unuted States at
December 31 1987) are principally cash refundable
Federal income taxes and equity in and advances to un
consolidated comparies

Segment information relating to sales or transfers be
tween business segments intercompany sales or transfers
between geographic areas equity in net income and in net
assets of unconsolidated companies whose operations are
vertically integrated export sales to unaffihated com
panies and information about major customers are not re
flected herein because such items are immatenal
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15 Joint Ventures Equity in and advances to joint ventures
include $70,460 000 and $73 037 000 applicable to M |
Dnlling Fluids Company as of December 31 1987 and 1986
respectively Halliburton Company and Dresser Industnes
as of December 1, 1986 combined thetr drilling fluids opera

tions and formed M I Dnlling Fluids Company which 1s a
partnership owned 60% by Dresser and 40% by Hallibur
ton. Summarnzed financial information on M I Drilling Flu

ids Company for the year ended December 31, 1987 and the
one month period ended December 31 1986 1s as follows

1087 1986

(In thousands)
Current assets 8177722 $145505
Noncurrent assets 89 744 98 002
Total assets $247 466 $243 507
Current liabilities $ 44100 $ 39647
Noncurrent hiabilities 24934 16 796
Partners equity and advances 178,342 1870684
Total liabihities and equity 8247466 $243 507

$308676 $ 20,330
(19310) (3330)

Net revenues
Operating loss

16 Foreign Currency Translation The Company considers
that current operations of its foreign branches and subsidi
aries are generally an extension of domestic activities thus
the functional currency of its foreign operations 1s the US
dollar Since the functional currency of foreign operations
1s the same as the reporting currency translation adjust
ments and transaction gains or losses are recogmzed In
consolidated income 1n the year of occurrerice

Exchange gains (losses) recorded in 1987 1986 and
1985 were $(3 464 000) $4 514 000 and $(19 530 000)
respectively

17 Research and Development Research and development
expenses are charged to income as incurred Such charges
were $60 921 000 in 1987 $66 662 000 in 1986 and
$77,310,000 1n 1985

18 Lease Information At December 31 1987 the Company
was obligated under noncancelable operating leases, expir

ing on various dates to 2040 principally for the use of land,
offices and field facilities Aggregate rentals charged to op

erations for such leases totaled $33 142,000 in 1987

$35,161 000 1n 1986 and $36 432,000 in 1985 Future aggre

gate rmurumum rentals on noncancelable operating leases
are as follows 1988, $32 006,000 1989, $26,003 000 1990,
$20021000 1991 $15166,000,1992 $11035 000 and there

after, $86,216 000

19 Retirement Plans The Company has various retirement
plans which cover a significant number of its employees

Contnbutions to the major plans are based upon current
year’s net income with such contrnibutions being paid an
nually into employee benefit trust funds Other plans in
clude pension plans which are being funded to operate on
an actuanally sound basis The related fund assets and
balance sheet accruals at December 31 1987 approximated
the aggregate value of actuarially computed vested bene
fits and past service benefits not vested Company contn
butions to such plans totaled $12 408000 $8 462 000 and
$62 440 000 in 1987 1986 and 1985, respectively

20 Impact of Recently Issued Accounting Standards
Statement of Financial Accounting Standards No 94 was
1ssued in October 1987 Under the new statement the Com
pany will be required to consohdate its insurance subsidi
artes beginning in 1988 If this standard had been 1n effect
for the year 1987 such consolidation would have increased
consohdated revenues approximately $460 000000 oper
ating income approxmmately $33 000000 and total assets
approximately $1003 000000 There would have been no
change 1n net iIncome net income per share or share
holders equity Effective with the first quarter of 1988 the
financial statements will be restated to reflect this change

Statement of Financial Accounting Standards No 96
was 1ssued in December 1987 Under the new standard on
accounting for income taxes the Company will be requured
to adopt the new accounting and disclosure rules not later
than for its year ending December 31 1989 At the date the
Company adopts the new standard 1t may record the
cumulative effect 1n that year or 1t may retroactively restate
prior financial statements The Company has not decided
when it will adopt the new standard or if it will restate prior
peniods The Company 1s currently analyzing the provisions
of the new standard but has not determined what effect
the changes may have on its consolidated financial position
and results of operations

21 Subsequent Events

Geophysical Service Inc On February 29 1988 the Com
pany acquired 60% of the common stock of Geophysical
Service Inc (GSI), a wholly owned subsichary of Texas In
struments Incorporated (TI). The acquisition will be ac
counted for as a purchase The purchase agreement
provides for possible 100% ownership within a few years

The utial payment to TI was $51 500,000 and the pur
chase agreement provides for a potential additional cash
payment in 1891 The purchase agreement also provides for
the possible subsequent sale by TI of the remairung 40% of
GSI to Halliburton, at the option of either company Both
the amount of the additional payment for the wrutial pur
chase and the option price are to be determuned primanly
on the basis of the future financial performance of GSI

For the year ended December 31 1987 GSI reported net
revenues of $241 800 000
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GSI headquartered 1n Dallas Texas 1s in the land and
marine seismic services business which includes the col
Ir ction and processing of seismic data in connection with
petroleum exploration and the development and manufac
tunng of seismic equipment

Gearhart Industnes, Inc On February 24, 1988 the Com
pany signed a letter of intent with Gearhart Industnes Inc
(Gearhart) which prowides for the Company to acquire all
of the outstanding common stock of Gearhart in exchange
for approximately 1470 000 shares of common stock of the
Company The acquisition 1s to be accounted for as a
purchase

Completion of the proposed transaction 1s contingent
tipon Halliburton entering inta agreements with the hold
ers of other Gearhart secunties and Gearharts lenders
Halliburton has agreed to pay approximately $230 000 000

cash for other securities and debt including all of
Gearhart’s seruor debt subordinated debt and series A pre
ferred stock

The transaction is also subject to the parties entering
into a definitive merger agreement approval by Gearharts
shareholders as well as receiving appropnate corporate
tax and regulatory approvals Completion of the acquisition
15 expected by mud 1988

For the nine months ended October 31 1987 Gearhart
reported on an unaudited basis net revenues of
$219 600 000

Gearhart headquartered in Fort Worth Texas 1s en
gaged 1in performuing wireline logging and other well evalua
tion services and providing geophysical services In add:
tion, Gearhart manufactures and sells both wireline
equipment and supplies and geophysical equipment and
supplies to thurd parties

Auditors’ Report

To the Shareholders and Board of Directors,
Halliburton Company

We have examined the consohdated balance sheet of
Halliburton Company (a Delaware corporation) and
subsidiary companies as of December 31 1987 and 1986
and the related consohdated statements of income
retained earnings changes in financial position and
changes 1n capital stock and paid in capital for each of the
three years in the period ended December 31 1887 Our
examinations were made 1n accordance with generally
accepted auditing standards and, accordingly, included
such tests of the accounting records and such other
auditing procedures as we considered necessary in the
circumstances

In our opimon the consohdated financial statements
referred to above present fairly the financial position of
Halhburton Company and subsidiary companies as of
December 31 1987 and 1986 and the results of their
operations and the changes n therr financial position for
each of the three years in the period ended December 31
1987 in conformity with generally accepted accounting
principles appled on a consistent basis

ARTHUR ANDERSEN & CO
Dallas Texas

February 4, 1988 (except with respect to the matters
discussed 1n Note 21 as to which the date 1s March 2 1988).
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Number of employees

Ten Year Financial Record
1987 1986 1985
Operating Resulfs
Net revenues
Ol field services $ 082927 $1 025585 $1612584
O1l field products 566,261 772 140 1,312 490
Total o1l field services and products 1549,188 1797725 2925074
Industrial engineering/construction services 1,498,924 1342 840 1311357
Marine engineering/construction services 319 868 368 874 542264
Total Net Revenues 3367,980 3509439 4778 696
Operating income (loss)
01l field services and products 3,866 (355 394)" 335335
Industnal engineenng/construction services 13,300 (10181) 26,712
Marine engineering/construction services 5536 229117y (272974)*
Total Operating Income €Loss) 22,702 (594,692) 89,073
Nonoperating income (expense), net 3025 (1675) 25 660
Benefit (provision) for income taxes (16 914) 37442 (113834)
Net income of unconsolidated insurance subsidiaries 37,018 40398 36,152
Minority interest in net (income) loss of consolidated subsidiaries 2,259 3313 (8315)
Income (Loss) Before Extraordinary Items 48 090 (515214) 28,736
Extraordinary items net of income taxes — — (368012)
Net Income (Loss) 48 090 (515214) (339,276)
Percent of net income (loss) to revenues 14% (147)% (7T1)%
Income (loss) per share before extraordinary items adjusted for
stock splits 45 (485) 27
Net mncome (loss) per share adjusted for stock splits 45 (4856) (312)
Cash dividends per share adjusted for stock splts 100 120 180
Percent of net income (loss) to average equity of shareholders 23% (210)% (109)%
Financial Position
Current assets $1,785,273 $1 680,502 $2,403,282
Current habihties 795,810 742 816 1144794
Working Capital 989 463 937 686 1,258 488
Property plant and equipment net 865 324 1025,762 1671780
Other assets less other habihities 424,743 427799 475238
Net Assets 2,279,530 2391,247 3305 506
Long term debt 197981 241,075 447652
Shareholders Equity 2081,549 2150172 2,857 854
Book value per share, adjusted for stock splits 1977 2030 2630
Average common shares outstanding adjusted for stock sphits 105,891 106 121 108 647
Other Financial Data
Long term borrowings net of reductions $ (43094) $ (206 577) $ (32503)
Issuance (purchase) of common stock net (18,050) (70902) (317)
Acquisitions of property plant and equipment 76 469 97477 239 062
Net property plant and equipment of businesses acquired 6,692 — 43 590
Depreciation and net book value of fixed assets retired 243,699 300418 384 027
Payroll and employee benefits 1,642 666 1752 841 2,175547
48,600 46 900 65 000

*0il field services and products operating loss in 1986 includes special write downs of $308 632 000 Marine engineering/
construction operating losses in 1986 and 1985 include special wnite downs of $194 283 000 and $257 830 000

respectively (See Note 5 to financial statements on page 27 )
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1984 1983 1982 1981 1980 1979 1978
(In thousands except per share data and nuraber of employees)

$1815983 $1576171 $2 075 085 $2 115320 $1589 871 $1101 710 $ 888987
1360356 1291396 1770991 1954 729 1485 596 1072933 852 324
3176339 2867567 3846076 4070049 3075 467 2174 643 1741311
1574,292 1 824 806 2,274 042 2892 530 2701 265 2900 481 2472112

695 088 829 805 1137173 1545 554 1313275 1101500 1037370

5,445,719 5,522 178 7,267,291 8508,133 7090 007 6 176 624 5,250 793

478558 402001 786 544 997 099 710,239 428 360 385 888
8299 42205 35357 60316 » 48,167 76,293 112772

11033 56 800 34576 123415 95 434 90919 160 781

497890 501 006 856 477 1,180 830 853 840 595 572 659 441

32671 (5 530) (53338) (69,215) (31551) 16651 25 845

(240 004) (220 446) (325333) (465 548) (347 624) (256 543) (306,295)

41585 43887 39,287 33506 26,285 22 359 19171

(2547) (4079) (5 445) (5 305) (652) (640) (1124)

329,595 314 838 511,648 674 268 500,208 377399 397,038

— (39023) (14 803) — - - —

329 595 275815 496,845 674,268 500,208 377399 397,038
81% 50% 6 8% 79% 71% 61% 7 6%
287 266 434 572 425 321 338
287 233 421 572 425 321 338
180 165 160 130 105 92 75
93% 7 8% 14 9% 23 4% 20 6% 179% 22 0%

$2 831035 $3 140 389 $2828 119 $2890713 $2 490 409 $2 067 324 $1804,447
1,256,223 1,283,483 1124,295 1491 580 1350 001 1,163 118 864 070
1,674 812 1,856 906 1,703,824 1,399,133 1,140,408 904,206 940,377
1860669 2087488 2,264 466 2181941 1821897 1564270 1322975

428 865 357377 259 080 327621 256511 72818 (2277)

3,864 346 4,301,771 4,227 370 3,908 695 3,218,816 2,541,294 2,261 075
480155 730 244 745 285 741 578 683,723 290512 285,247
3,384,191 3671,527 3,482,085 3,167,117 2,635,003 2,250 782 1975,828
3119 3018 29 49 26 85 2239 1914 16 82

114855 118,250 118068 117839 117 698 117615 117486

$ (250 089) $ (15041) $ 3707 $ 157857 $ 293211 $ 5265 $ (13,604)

(319,155) 268 88 77 (245) (495) (330)

262 448 242 805 488 305 697 063 545 584 490171 393 847
8553 — — 156 1974 958 118 862

396,214 419783 405 780 336 722 289,931 249 834 217,298

2316018 2381227 2830077 3146813 2 837,440 2597 107 2090 647

87500 73,200 83 700 109 300 115 000 112 100 110 400
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Management

Board of Directors

Anne L. Armstrong (19 7)
¢ { airman of the Presidents Forewgn Intellig re
Advisors Board Chawrman | the Board of
Trustees Center for Strategic and Internat gr.al
Studies director of s veral corporations former
Ambassador to Gret Brtawn
Armstrong Texas

T Lows Austin Jr (1983)
President and Chief Executive Officer Br wr &,
Root. Inc
Houston Tevas

The Rt Hon Lord Chitheroce (1987)
Deputy Chief Executive The RTZ Corporat n
PLC
London England

Edwin L Cox (1079)
Chauman Cox Oil and Cas Inc
Dallas Texas

Robert L. Crandall (1986)
Chairman and President AMR Comporation ard
American Asrhnes Inc
Dallas Fort \Worth \urport Texas

Thomas H Cruikshank (1977)
President and Chief Executne Otficer
Halhburton Company

Dallas Texas

James W Glamviile (197
General Partner Lazard Freres & Compans
New York \ew York

Guy T MeBnde Jr  (1977)
President Emeritus C il rado School of Mires
Gulden Colorado

F James McDonald (188 )
Former President and Chuef Operaung Off cer
General Motors Corporation
Bloomfield Hills Mictugan

E L Williamson (1981)
Chairman and Chief Executrve Officer The
Louistana Land and Exploration Compans
New Orleans Louisiana

Member of Compensation and Audit Committees

Date indicates year of election to the Board of
Directors

Executive Committee

T Low Austin Jr
Prasident and Chief Executive Officer
Bro m & Root Inc.
Houston T xas

Alan A Baker
President Halliburton Services Division
Duncan Oklahoma

Lester L Coleman
Senior Vice President — Corporate
Development Halliburton Company

Dallas Texas

Thomas H Cruikshank
President and Chief Executive Officer
Halliburton Companv
Dallas Texas

James A Dunlop
Presidcnt Welex Division
Houston Texas

Dale P Jones
Execunive Vice President — Ou Field Services
Hallsburton Company
Dallas Texas

Jack W Miller
Seruor Vice President — Finance
Hall.burton Compan
Dallas Texas
Purvis J Thrash

President Otis Engineening Corporation
Dallas Texas

Corporate Officers

Halliburton Companv
Dallas Texas

Thomas H Cruikshank President and Chief
Executine Officer

Dale P Jones Execur: Vice President — Ol
Field Senvices

Jack W Miller  Seruor Vice President —
Finance

Lester L. Coleman  Seruor Vice President —~
Corporate Development

Robert M Kennedy Vice President — Legal
Jack R Skinner Vice President — Taves

Guv T Marcus Vice President — Investor
Relattons

Don P Woosley Vice President — Corporate
De elopment {effective January | 1988}

James R Flow Controller
C Robert Fielder Treasurer

Susan 8 Keith Secretars

Effective January 1 1988 Mr Coleman was
promoted to Executive Vice President — Finance
and C rparate Development in contemplation of
\Mr \Millers retirement on March 31 1988

Principal Operating
Officers

Halliburton Services Division
Duncan Oklahoma

Alan A Baker President

J G Cook Sentor Vice President — Domestic
Operations

L F Maier Vice President — International
Operations

Otis Engineening Corporation
Dallas Texas

Purvis J Thrash President
Don Y Fisher Executive Vice President
Jerry B Davis Senior Vice President

Welex Division
Houston Texas

James A Dunlop President

Halliburton Resource Management Division
Dallas Texas

R N Killman President

Vann Systems Division
Houston Texas

K R LeSuer President

Brown & Root Inc
Houston Texas

T Louis Austin Jr Prestdent and Chief
Executive Officer

W Bernard Plieper Senior Executive Vice
President

NUS Corporation
Garthersburg Maryland

Charles F Jones President

Highlands Insurance Company
Houston Texas

Harold G Duble President

Life insurance Company of the Southwest
Dailas Texas

Richard R Lee President
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Insurance Services

Highlands Insurance C mpany
biX) J flers nSir
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Health Ecen nue Corp rition
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Shareholder Information

Corporate Office

3600 Lancoln Plaza

500 North Akard Street
Dallas Tewas 7-201 3391
(214) 978 2600

Shares Listed

New York Stock Exchange
Symbol HAL

The Stock Exchange London

Swiss Stock Exchanges 1t Zurich
Geneva Basel and Lausanne

The Toronto Stock Exchange

Transfer Agents and Registrars

Principal Agent

First RepublicBank Dallas N A
Corporate Trust

P O Box 2964

Dallas Tevas 75221

Morgan Shareholder Services
Trust Company

P O Box 3904 Church Street
Station

New Yorh New York 10008

Central Trust Company
P O Box 38
Toronto Ontario M5\ 1G4

Form 10 K Report

Shareholders can obtain a copy
of the Company s annual report
to the Securities and Exchange
Commussion Form 10 K by
writing to

Vice President — Investor Relations
Halliburton Company

3600 Lincoln Plaza

500 North Ahard Street

Dallas Texas 75201 3391
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